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Qbéar Sir or Madam:

.. We have'con31dered;your“applidati,_u gnition of:exemption from:
/Federal income tax under_thefpr0visioné*offsectioh;SOch)K4x?bﬁ:the,:'
Internal Revenue Code of 1986 and its applicable Income Tax" Tl
Regulations. i i o wi | b Sy gy .

k)

.. Consideration: was given'to‘whether‘you'quqlify,fdr_exemptionaunder :
other subsections“of;section.501(c)¥of;the*Code and we have concluded -

cthat you do not. Mt i Ty et R s s o
As your organization has not established exemption from Federal income .
tax, it will be necessary for you to’'file an annual income. tuax return
on Form 1041 if you are.a trust or Form 1120 if you are a corporation”

-+ or’'an unincorporated ‘association.: iy mEL co

w
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‘denial, ‘please sign and return

If you are in agreement wiEh”Qﬁr'pfoposédg njia |
.+ one copy-of Fhefenclqsed,Eorm'6018}’Consentito‘Prppqsed Adverse Actiony

¥

" You have ‘the right to prbéésﬁuﬁﬁis-proposéd"dctérminatioﬂ if¢yoﬁ believe
- that it is incorrect. To protest}’you'should'submit-a;written appeal
giving the facts, ,law and other information_tofsupport*your position as

) explained in the enclosed Publicationf892f§ﬂ§xempt:O:ganizations Appeal”
Nt ‘Procedures for Unagreed:Issues". “The appeal’ must be" submitted within: 30
£ days from the date of this letter and must ‘be signed by one of your :

principal officers. You may request a hearing with a. member of the
f£fice of the Regional Director of Appeals when you file your ‘appeal.
+ .~ If a hearing is requested, you will be contacted to arrange:-a date for
R it. The hearing may be held at the Regional Office, or, if you request,
at any mutually convenient District Office. ' If you are to hLe represented:

§ by someone who is not one of your principal officers, he or she must . S
L2 file a proper power of attorney and otherwise qualify under our B
“ Conference and Practice Requirements as set forth in Section 601.502 of |
8 the Statemert of Procedural Rules. See Treasury Department Circular No.
230. o NS [ T

If we do not hear from vou witﬁin the time7s§eéified,fthis will become -
our final determination - i e P e . '
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C. Ashley Buxigrd?j '
“District"Dirgqtor;‘_‘
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uInfOrmatibn?éubmittédf
- incorporated.in
~ Articles of'Incorporat

© You state’i the
' (hereinafterﬁasw_4,
‘and craftspeople a'‘cha

“equally among current members'

- Revenue Ruling 73-349, 1973—2'C;B.‘179 holds thét-a:grocéry cooperativewiLvd

‘you were
iYour n .o

is ‘acooper
o sell' their

setting." .

3 . | RS . { LR A S .
It was stated in a letter to the.Internal”Revenue Service, received on’
August 4, 1996, that members of.the @ 2rc charged between $. and
$ er month based on the number{of,months;Sta:ed}in,the1cqntract; and’
a fee is assessed by the (fon all sales.. i ' . = . . - :

Upon dissolution of the ~

L &

you stated’"assets will be divided
afte ‘paying-all debts incurred by the

Section 501 (c) (4) of the Internal” Revenue Code provides for exenption
of the federal income tax for those organizations not organized for
profit and operated exclusively for the promotion of sccial welfare.

Section 1..501(c) (4)-1(a: i2) (i) of the Income Tax Regulations states: » R
an organization is operated exclusively for the promotion of social
welfare if it 'is primarily engaged .in promoting in some way the common

good and general welfare of the people of the community.™ M
. “ . : . bl

Section 1.501(c) (4)-1(a) (2) (ii) of the Income Tax Regulations states an -
organization is not "operated primarily for the promotion of social
welfare if its primary activity is "...carrying on a business with the

general public in a manner similar to organizations which are operated
for profit." : o .

Application of Law

To meet the requirements in section 1.501(c)(4)-1(a)(2)(i) of the
Regulations, it is necessary for an organization to establish that it
is operated to promote the general welfare of the community.

A

formed for the purpose of purchasing groceries for its membership at
the lowest possible price is not exempt under: section 501(c) (4) of the
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iqualify forjexemption!
Zttheicooperative. gal
ks of its'own 'me
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~it is putting the :i
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You are opératéd primarilyyfor théIbénéfittéfvyoﬁr'mémbeéship,'and hoE1
the community. Accordingly," you do‘no;’qualify for exemption under: :.
section S01(c) (4) of the Code. ' », "pme il tooil G T e .

. Tn.
¥




asury-Infernal Revenue Servica 7451
osed Adverse Action
the Internal Revenue Code) *

- NATURE OF ADVERSE ACTION ' -

' [E/ Denial of exemption - 4

Revocation of exemptian, effactive I

Classifiéati;)}i a§ 'a'"ho‘n-ap'eratinq foxjndation (seé;lo}i 4945(})(3{), gflfc';:;'tiv'e"

P b
gy

ffectiva ¢

Classification as an arganizatian déscribed inssect»ion' 509‘(3)(?5' ), e

ololololalo

i, affective

Classification as an organization déxcribed in section 170(b)(1)(A)( .

A

If you agree to the adverse action shown abgve, please sign and return this consent. You should keep a copy for your records,

¢ N
If you sign this consent before yau have exhauited your administrative appeai rights, you may lose your right
ment under section 7428,

stoa declaratory judg-

(Signature instructions are on the back of this form.)

Name of Qrganization

Signature and Title

Date

Signature and Title

Date
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